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Attachment 4.19-A 
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT 
State: MICHIGAN 

METHODS OF PAYMENT OF REASONABLE COSTS -
INPATIENT HOSPITAL SERVICES 

H. Disproportionate Share 

1. Minimum Eligibility Criteria 

Indigent volume data is taken from each hospital's cost report and supplemental forms that each 
hospital must file with its costreport. Separate indigent volume data are collected and applied to 
distinct part psychiatric units. 

Indigent volume is measured asthe percentage of inpatient indigent chargesto a hospital's total 
inpatient charges. Indigent charges arethe annual charges for services rendered to patients eligible for 
payments under the Medicaid plus uncompensated care charges. Uncompensated care is limited by 
Medicare standards and is offset by any recoveries. 

Each hospital must have aMedicaid utilization rate of at least 1%. Medicaid utilization is measured 
as: 

Medicaid InPatient DAYS(Whole HOSPITALincluding SubPRoviders) 
~~ ~ 

Total Hospital Days(Whole Hospital, including Subproviders) 

Days will be taken fromhospital filed cost reports for fiscal years ending between October 1, 1994 and 
September 30,1995. All charge, costand payment data must be on an accrual basis for each hospital's 
cost reporting period ending between October 1, 1994 and September30, 1995. 

Effective October 1, 1994, individual inpatient hospital claims will be paid without DSH adjustments. 
For state fiscal year FY'97, inpatient DSH payments will be made in a singledistribution based on 
charges converted to cost using a cost to charge ratio. The payment will made sometime during the 
first quarter of the state fiscalyear. Each hospital's indigent volume is taken from hospital cost 
reporting periods ending between October 1, 1994 and September 30,1995. 

Title XIX charges used to compute DSH payments will be the sum ofthe Title XIX charges and the 
Title XIX HMO charges from hospital indigent volume reports for cost periods ending between 
October 1, 1994 and September 30, 1995. Data for cost periods ofmore or less than one year will be 
proportionally adjusted to one year. 

Hospital total cost ratios will be taken from hospital cost reporting periods ending between October 1, 
1994 and September 30, 1995. For hospitals with more than one cost reporting period ending in this 
date range will have their data from the two periods added and a single ratio will be computed. If the 
ratio is greater than 1 .O, a ratio of 1 .O will be used. 

Reimbursement for inpatient services under Title V will not include DSH payments. Hospitals that fail 
to supply indigent volume data will not beeligible to receive disproportionate share payments. 

For new hospitals, DSH payments will be withheld until the hospital's indigent VOLUMEScan be 
calculated and applied in the normal update process. RECEIVED 
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT 
State: Michigan 

METHODS FOR PAYMENT OF REASONABLE COSTS -
INPATIENT HOSPITAL SERVICES 

01/02/97 	 Medicaidinpatient DSH payments are made in a singledistribution based on chargesconvertedto 
cost using thecosttocharge ratio. For the state fiscal year beginning October 1, 1996, it is 
anticipated that the paymentwill be made sometime during thefirst half of the statefiscal year. 

Effective for the state fiscal year beginning October 1, 1996, each hospital's indigent volume is 
taken from hospital cost reporting periods ending from October I ,  1994 through September 30, 
1995. 

01/02/97 	 TheTitle XIX charges used forcomputing DSH paymentswill be the sum ofTitle XIX charges 
andTitle XIX HMOcharges from 'hospitalindigentvolume reports forcostperiodsending 
between October 1, 1994 and September 30, 1995. Data,foR:cost periods of more or less than 1 
year will be proportionally adjusted to one year. 

01/02/97 	 Hospital total costratios will be taken from hospitalcostreportingperiodsending between 
October 1, 1994 and September 30, 1995. If hospitals have more than one cost reporting period 
ending within this range, data from the two periods will be addedand a single ratio computed. If 
the ratiois greater than 1.OO, a ratio of 1.OO will be used. 

A. DRG Reimbursed Hospitals ($37,500,000 allocated) 

The DSH payments forDRG reimbursed hospitals are splitinto two pools. 

1.) Hospitals with at Least 50% Indigent Volume ($7,300,000) 

The share ofthe DSH payment for hospitalswith at least 50% indigent volume 
(IV) is based on a DSH share computedas: 

TitleXIX ChargesX OperatingRatio X (IV - 3 )  

2.) Hospitals with at Least 20% Indigent Volume ($30,200,000) 

The share ofthe DSH payment paid to hospitals with at least 20%indigent volume is 
based on the followingDSH amount. This is in addition to the amount froma. 
above. 

TitleXIX ChargesX Operating RatioX (IV - .2) 
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STATE PLAN UNDER TITLE X M  OF THE SOCIAL SECURITY ACT 
State: Michigan 

METHODS FOR PAYMENT OF REASONABLE COSTS -
INPATIENT HOSPITAL SERVICES 

B. Per Deim Reimbursed Hospitals and Units ($7,000,000 allocated) 

The share of theDSH payment paid tohospitals with IV of atleast 20% is based on a 
DSH share o f :  

TitleXIX Charges X Operating RatioX (ZV -.2) 

C. Distinct Part Rehab Units ($500,000 allocated) 

The Shareof the DSH payment paid to hospitalswith IV of atleast 20% is based on a 
DSH share of: 

TitleXlX Charges X Operating RatioX (ZV - .2) 

D. 	 For groups A. through C. the determination of the share of the allocated DSH pool will 
be made using theDSH share. The payment will be made by: 

share X Allocated DSH Pool
DSHSharesfor the Group 

There will be a single DSH payment during the fiscal year. The payment will be made sometime 
during the fmt half of the state fiscalyear. 
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